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Clearinghouse Rule No. 01-025
- Form 2 — page 2

-Thisrule has b}eeﬁ_rwiewaé-:by the Rules_---ﬁlaariﬂghﬁuse.: -Based-on that review; comments. are

reported as noted below:

STATUTO SRY AUTHORITY [s. 227.15 (2) @)}

Cotmment Attached ves | | o -]

FORM, STYLE AND PLACEMENT IN ADMINISTRATIVE

‘CODE [5: 227.15 () (©)]

ADEQUACY OF REFERENCES TO RELATED STATUTES, RULES AND FORMS
[s. 227.15 -{2):;@} o

Comment Aitached YE_S V‘ NO

C(}mmantAttaﬂhed i YESV‘ ' NO |

POTEN’I'IAL CONFL CT! WI’?'H ANI) CQWARABEITY TE} RELA’Z’E?B FEDERAL
REGULA’I‘Z{ONS [s 2217. 15 @@

Comment Attached s YBSvha e e 5w NO. y’

COMPLIANCE WITH PERMIT ACTION DEADLINE REQUIREMENTS [s. 227.15 (2) ()

Comment Attached YES |}

”_;;.I GRAMMAR ?UNCI‘UATI@N Aﬁﬁ USE OF PLAII«I LANGUAGE {s 227 15 (2} (f}] Sl
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CLEARINGH@USE RULE 01-825

- | Cﬂmmems

i AII c;tatmns to “Mannai” in the comments belew are to the:

:Aﬁmmzstratwe Rules Pr@cedurﬁs Manual, prepared by the Revisor of
Statntes Bureau and the Legislative Council Staff, dated’ September
1998.]

2. Form, Stvle and Placement in Administrative Code

a. In the treatment clause of SECTION 1, the word “through” should be rcplaced by the
'word “t(a - The :xt' {)f thls sectmn sheuid begm wﬁh the notation “DF} Sec 1 {}2 P :

' b In s. DFLSec 5 01 (2) the use of quotation ma:rks wﬁ;h res;pcct to the words.
apphcatmn” and “filed” should brc f:hmmatcd Also, the use of the phrase “under this
paragrap appears tobe: unnecessary - : '

c, In 8. DFL-Sec 5. 03 (1) (q); in order to maintain the structural format of this
subsection; a period should be inserted following the notation “U-4” and the word “must” should
be replaced by the phrase “These documents shall.”

d. Ins. I)FI—Sec 5.05 (8) (a), the phrase “in this rule” should be replaced by a specific
reference to provisions in the administrative code. For example, a reference to “this chapter”
might be appropriate, See, also, the use of the word “rule” in s. DFI-Sec 5.05 (8) (h). Finally, in
par. (h), the phrase “or any rules thereunder” is unnecessary and should be deleted.

e. In s. DFI-Sec 5.05 (8) (d), the Qustation marks with respect to the phase “limited
partnership” should be eliminated.

f. Ins. DFI-Sec 5.05 (8) (e) 1., the word “must” should be replaced by the word “shall.”
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eliminated.

h. Ins. DFI-Sec 5.12 (3), the word “must’” should be repiaced by the word “shall.”

4 Adeguac;q ai Reierences to Related Statutes, Rules tmd Forms

To the extent Clearinghouse Rule 01-25 requires new or revised forms, the agency sh{:oukiéE
ensura that the p:owsmns af s. 227.14 (3); Stats,, are met. .

a. Ins, DF‘I~Sec i {)2 {20) the word “;s” shouid be replaccd by the word

b. Ins. DFImSec 5.07 (2) the ﬁrst seniencc would be clearer if the phrase “expn‘atmn of _:' |

the” were mserted follawmg the phrase “;m the same day as the

C. In 5 DFLS&G 5 11 (3), ghouid the date “2” bc raplaced by the datc “20{}1”‘?

g. In s. DFI—Sec 5 11 (3) thc qnotatz(m maxks wﬁ:h respect to the word “ﬁied” should be




e QRDEROFTI{E oL '
DEPARTMENT OF FINANCIAL IN’STITUTI(?NS
' ' B}VISIGN OF SECURITIES
- STATE OF WISCONSIN
"~ ADOPTING EMERGENCY. R’{}LES

To repeal snd recreate DFI-Sec 5.01(1) and (2), 5 (}5(8) 5.07 and 5.08, and to create DFI«-Sec
5.01(11),5 03(1)(p) and (q) 510, 5,11, and 5.12 of the Rules of the Division of Securities
. relatmg to adeptmg f{)}‘ use in Wlsconsm the Iavcsﬂncnt Adwser Reg;tsiratmn Depos;tery

. Statutory Authority: Sectxons 55} 32(1)(::1) (b) (c), 551 32(1m} 551 32(13} ami (8} and
551 63(2) Wxs Stats 5 o L _ o ‘ =

: Statutes Interpreted Sccﬁen 551 32(i)(a), (b), (c), 551 32(1m) 551 32(15) and (8), Wls Stats.
| FINBING GF EMZERGENCY AND ANALYSIS

The Dmszon of Secunt;es ef the Department of F manmal Inst:tutmn,s for the State of Wisconsin
finds that an emergency exists and, that the atiached rules are necessary for the immediate
presewaiaon of the pubhc pcace health, safety or welfarc A statement of the facts. cousntuﬁng

the cmargency follmws

The U S Secunﬂes and Exchange Cemﬂussmn (“SEC”), in con;unctwn mth the North
Amencan Scmmﬁcs Administrators Assac;atson (“NASAA”}, an orgamzaﬁﬁn cempr;sed
of the securities: administrators of all 50 states, mcludmg Wlsconsm, has developed an
electronic filing system for licensure of investment advisers to replace the paper filing -
systeny which heretofere has been *ﬂsed in all states. The system, the Investment Adviser E
Registration Depository TARD), will permit investment advisers to-satisfy their initial
and renewal filing obligations to obtain licensure under the federal and state securities
laws witha smgie electronic filing made over the Internet, instead of having to make
separate paper. ﬁlmgs with thf: SEC aad mtb each state in which the mvestment adviser

seeks to do busmess R I

After several years in cievelopmeat anc’i a pxlot phase in the fall of 2000 ﬁlat the DIVISK}H _
participated in, the commencement date for states and the SEC to accept filings under the
JARD has been set for January 1, 2001. Consequently, NASAA member states, including
Wisconsin, need to take the necessary rule-making or other regulatory action by January
1, 2001 to enable investment advisers to.make their licensing filings electronically. The

' attached Emergency Rules make the necessary changes to the Division’s investment -
adviser license filing provisions that are immediately needeﬁ to adopt the JARD:- for use in

_ Wxsconsm by mvestmem advisers.

" The JARD will pe operated by NASD Regulation, Inc., 2 self-regulatory organization that
for 20 years has operated an equivalent elecironic ﬁlmg system (fthe Central chlstraaon




Depgsﬂery or CRD ) for federal and state hcensure of securities bmkcrdealers and

.- their sales: agents Aswith the CRB the JARD will pmwde the advantages of: {1
elimination of papet filings; (2) asingle ﬁ_img" will satisfy federal and state filing -
rcqmmmmi’s ‘and (3) automatic sayment of state Hoensing fees to the states where the
investment: adviser does business. rtantly, the TARD will prov;de

‘ Additionally and impo
the investing public. with immediate, reai—'ame acoess io mfozmatmn about investment

adv;sers and ﬁ;exx rapresentatwes

nal Seemﬁes Markets Impmvemmt Aet in. 1996 o
_ Jectronic filing system for investment advisers, and
the SEC has Dt ndatit The SEC and the statesha h_e__:e_aw;arkmg S
togcthar 1o éew%&y boﬁa the necessary changes to the ﬁhng form (Form.ADV}, and to' the BT
filing pracedures 1o achieve uniformity in the filing pmcesses and pmcedums o
_ Additionally, to achieve mnfﬁmaity among the states in the adoptionof rules.- .
= ampiemenung. the IARD; a NASAA Working Group has developed Model Rules (vm‘h ‘

: 0 coorﬁmat_ vith: -.'SEC reqmremeznis T»iw W;,sc{msm Emcrgency Ruies SR

Emer ;_:evzsad Licensmg-_Procedm sacuon in DFI-Sec -
5.01(1)and (2); (2) temporary and P anent hardship exemption provisions in. DFL-Sec
.i-5-:i)1{‘i 1);3)a revised’bmdhﬂxé i DFI-Sec 5 05(8); (4) revised filing | riodsand
license expiration dates for hcanses x;f investment advisers and jnvestment ; adwser -
represeniahves, as well asfor license mthdrawals in DFI-Sec 5.07 and 5.08; Sa wvmed
pmcadmc for: ﬁimgs by fcderal covered advisers in DFI-Sec 5.11; and (6) a s;zemﬁc -
: 5.12 : __mﬂa traﬁsmoa ﬁlmgs Sepataia from these Emergency .
ing General Orders to further implement timing for
ich wi mmde parﬁal fec rebates for 2001 forthe .
¥y : (of $1 5()) they

Ruies,_ _ SSUT
_vaz'} ";:f.:aiegenes cf ﬁlm's, ind wh

- Pursuant 1o sections 551 32(1)(&), (5) an& (c) {Im) (1:;) and (8), and 55“_,__.63(2) Wls .
Stats., the Division-of Securities. of the Department csf Fmanclal klstlmtwns adopts a
' merge:nc.y ruies as follﬁws : -

._ (1 8) “Cunent bmchm an “cmraat bmch_ure suppiemﬁnt’ mean: thc most wmnt revmmn ef
' the brochure-or brochure supplemsnt, mc uﬁiﬁg ali subsequeﬁi amaméments p{e;}arcé on Part Y

of Form ADV as revised in 2001

(19 “Spensax” far porposes of a wrap fee program means a b aker-dealﬁr or mvestment adviser
“‘that is compensated under a wrap fee program for sponsoring,’ organizing of administering the
program, or for seiectmg, or providing advice ‘to clients regardmg the selection of, other




. mvestment admsers m ihe pmgram

- _(2(}) “Wrap fee program > means a program under whlch a specxﬁed fee or fees not based
_ ;:direcﬂy upon kansact:ons in a client’s account; is.charged for investment advisory and brokerage .
services, which may include pertfoilo management or advice concermng the selectmn of other -

mvcstment admsers and thc execution of’ clicnt fmnsacizons

(21) “Entenng mto” fer purposes ¢ nf an: mvestment advisory contract, does not include an
extension or renewal ef an existing contract that does not contain. any: matenal changes

' Secﬂon 2 I)FI-Sec 5 {31(1) and (2) are repealﬂd and recreated o read* -

' !)FI-Sec 5, 01 mesmg procednre. (1) (a) The mvestment admser regastratmn deposztary 7
operated by the National Association of Securities Dealers shail receive and maintgin filings on
forms established for the investment adviser. reglsti‘atwn deposxtery and collect relatcd fees from .
o ..mvasuneni atiwsers arzd mvesiment advzser represcntaﬂvss en behalf ef the dmsmn e

' (b) Unless ethermse.@rowéed;méer sub { 1 1) of hy erdcr of thc dIV}S :n,f appimaﬁens for 1mﬂal .;_ -
- and renewal licenses of investment advisers and investment adviser representatives, as well as -
amendments reports, notices, rclateé ﬁimgs and fecs, shail be filed wzth the mvestment adviser

_ regxstranon depository. -

. (c) Except as pximded in par {(a), appiacanens for initial or renewal licenses of mvestmcnt
. advzser representaﬂves shail i:;e ﬁled on fom:is prcscnbed in: sectzs)n DFI«-Sec 9 Gi(l)

(2} (a} A kcensmg apphcatwn for purpeses ef S 551 32 (i) (a) Siats consmts of ali
information reqmrcd by the form'prescribed under sub. (1),. any ¢ additional information required.
by the (ilVlSiOE and all mqmmd fees. Any documents or fees reqmred to be filed with the - o

_division that are not permitted to be. filed with or cannot be. accepted by the mves%ment advzser

| 'reglstratxon depasﬁory shailbeﬁied directly with the division. _ ~

(b) An apphcaﬁon for: mmal llcense asan mvesim&nt adviser under this paragraph shal} be.
deemed filed under 5. 551, 32{1){a}, Stats:; on the date'the. apphcatmn is traasfmed from “NO .
STATUS” to “PENDING” on the records of the investment adviser registration éepes;tory An ;
. application: for renewai of a license as an investment adviser under this paragraph shall be
deemed filed under s. 551, 32(3)(3), Stats., when the fee on depnsat thh thﬁ: mvestment aéwser

: reglstraizon deposﬁory has been alli}cated to the division,

(c) An "application” for amt;ai hcen,se or for renewai of a hcense as an investment adwser
_representative for an investment adviser licensed under this chapter consists of the payment of
. Wisconsin investment adviser representative license or_renewal fees to the investment adviser
'_"reglstrahan depository. ‘An application for initial license as an investment adviser representative
under this paragraph shall be deemied “filed” u under s, 551.32 (1) {a), Stats., on the date when the
) apphcatlim is designated ready for approval 011 the rec{)rds of the investment adviser Tegistration
depository. ~An application for renewal of a license. as an mvesﬁnfm,i advxser representatwe :




4

under tins paragtaph shaill be:de_emed *filed" under s. 55 132(1) (@), Stais, ‘when the feé;eﬁ_ -

_deposit with the investment adviser registration depository has been allocated to the division.

© (1. Bach investment adviser shall file an amendment toﬁsa;)?hcanonwﬁhthemvestmeﬁi

' adviser registration depository within 30 days of any material change to information included in
iis:ap;}licaj:ienm_mrdagqcﬁd&me.insﬂucﬁensw FermAi)V R S

3. Each investment adviser shall file a complete, updated Form ADV with the investment
adviser z'"egis;i‘aﬁdn'-ﬂepbs_i;ﬁfy within 90 days of ﬁaeendofitsﬁscaiyear SR

3. iEécl:i in?eéﬁﬁéﬁt_ admser regréseﬁta?tixrc- and his orher empioymg i;’_zygs@nént adyiser of

ey

federal Qé@r@ﬂ_-aﬁvisgt;shaﬁ update ;information contained in an i restment adviser

" seprescniative’s application by filing an amendment (o Form (4 with the investment advisor
D ation deposiory within 30 days ofthe date of the cvent thatrequies Fing ofthe

Aﬂgigc{romcsxgnmafﬁxed to any filing made mcnmpimcewzﬂlthezeqmenmts of the
. investment adviser registration depository shall constitute irrefutable evidence of legal signature.

Section 3. DFE-Sec 5.01(11) is created foreads

- DFI-Sec 5.01(11) () Investment advisers licensed or required to be licensed who experience
unanticipated technical difficulties that prevent submission of an electronic filing to the . -
investment adviser registration depository may request a temporary ‘hardship exemption from the

.. requirements to file electronically. An iﬁv&sﬁzﬁ;@ﬂ&adv:iSexﬁ-'whpse.pﬁnqiyal_g_piace of business is
... -locat

in this state may request tempemyhardshlp exemption by doing all.of the following:

. the due date for the type Ofﬁi_ingﬂz‘at'-is?ﬁ:ic'Stbiﬁci'-of‘ﬁlﬁfgm_ ADVH. R

. Submitingthe filing that s the subject of the Form ADV-H in electronic format to the
_investment adyiser registration depository ot later than seven business days afier the due dafe
O bt is o subjectofthe Fomn ADV-H.

(b) The temporary hardship exemption will be deemed effective upon receipt by the division of
the completed Form ADV-H within the filing deadline provided in par. (@). Muiﬁpiefftemﬁcraxy
_ hardship exemption requests by an investment adviser within the same calendar year may be

- disallowed by the division. ~ S S T . |

. ({;} A Q@nt;numg hardsmi,exemptmn will be granted only zf an mvestment advlseris ableto
- demonstrate that the electronic filing requirements of this rule are prohibitively burdensome. An

. :.i-nﬁssﬂnen;_@dgiggx.zmgsgpﬁg@igai-p!ace_bf business is located in this state may request a
. .continuing hardship exemption by filing Form ADV-H in paper format with the division at least

twenty business days before the due date for the type of filing that is the subject of the Form




. ':_;__:;eqmsea by s. DFI—Sec 5. 05(8), e

ni }(q) Cepms be.anﬁg 31331_:

Ai)VuH The dzvzsm shall grant or deny the request mthm ten busmess days aﬁer the ﬁhng of
Form ADV-H.

{d) The com:mamg hardshxp exem;mon is effectwc upon approval by ﬂze dmsmn for a tlme
period not longer than one year- after the date on which the Form ADV-H is filed. If the division
approves the request, and for the period of time for which the exemption is granted, the
investment adviser shall, not later than five business days after the exemption approval date,
submit filings in paper format, a,i{mg w:th the approprzate pmcessmg feﬁs to- the émsmn as
prescmbed by separate ruie or order i Bl e e e e e

h '(ﬁ) An mv&sﬁnent admser whose pmczpai plactz of businessis iocated in anothe;: state ‘may
claim a hardship exemption from the electronic filing requﬂcment in this state if ﬁaat investinent
L adwscr has rﬁcmved 2 hardsh;ap exemptlen in ihe state where its pnnmpal office is located.

' .:'Sectmn 4 BFI»Sec 5. 03(1)(;)) and (q) are created tﬂ read

| -:_g'(p}l A cc)py of each bmchure and supplamen’t and each amendment or rewswn tca ihe brechure :
.or suppiement, given or sent {0 any chent or pmspecﬁve chent cf the mvestment admser as '

2. A summary ef materzai changes that are requ;:fed by Pm‘t 2 ef Form ADV _ ut arerio
contamcd in the brochure or suppiement and i _ D

. __:3 A, m:oré of the dates that each brochure and: supplement, each amendment or revision thereto '
“and each ummary of matenal changes, was:given or. (}ﬁ'emd to any ciwnt or te an ' prﬁspectwe ,

) f_cizent wﬂo snbsequenﬁy becnmes a clzent. i ;..' o

: it :"o:it:‘ th si;:neni adv;ser 5 appmpnate s:tgnatary and 'the_._ R
_investment advyiser ;epresentatwe of each initial Form U-4 and each amendmenttothe -~ *
_ disclosure reporting pages of Form U-4, must be retained by the investment adv:{ser who

o ._"prepared t?he ﬁlmg on behalf of the mvesnncnt admser representaﬂve

o '-""'._.';.:Sechon 5 BFI«Sec 5 55(8) is reiaealed anri recr & ed.tﬁ read | m

S 95{8)(&) Uniess othermse prewded in ﬂns ;mle each mvestment adwser shall offer and deliver
1o each client and prospective client a firm brochure and on¢ or more supplements as required by
ﬂus subsection. The brochure and any-required supplement shali contain all mformatmn required
by Part 2 of Form ADV and' sm:h s:;ther mfannatm as the dmsmn may reqmre _' o

{b)i Each investment adviser shall dehvar the curfent brochme reqmred by thls sectzen and the
current brochure supplement for each investment adviser rcpresentaﬁve who lel provzde

advisory services, to a client or pmspectwe client,:.

| ,2 For pumoses of ﬂns subsection; an investment adviser representative is deemed to yrovzde
advzsory services for a client if the investment adviser. represcntatwe dﬁes any Gf the feﬂomg




= a Regulaxiy éoumcaies mvesﬁnent advzce te that client. .
b1 Formulates mvcstment advxce fcvr assets cf that client.
: 'é. Makcs éascrﬁtlonary mvestment decxswns for assets of that cilent
o d Selzczts effers or nagatiatcs far thc sale of or s&lis mvestment adwsnry semces o
3. ’i"he d@cmnents requzz:eé in subd (b)l above shai} ba de:iwercd at ihe feliamng tunes

_than _48 hnurs prmr to entenng mto aﬁy mvesiment advasery contract Wflth a chent or

b. At the time of ente;:mg mta any centract 1f the contrac‘i: spemﬁcai}y pmv;dcs that the cilent
has a nght t0 termmate the comract mihaut penalty wﬁhm ﬁve busmess days aﬁer entenng into

o “(c) Bach mvcsmleni aévzser shail at least once a year, w;thout chargé."_ dahver or oﬁer in wntxng_-: -
o, deliver to each of its clients the: current ‘brochure: and any: current b ochum suppiements e

o '-f'parm z’ﬁhlp or _mmed habﬁity i;mlted -_ artner

' 'rcqmred by par. (a). 1f a clients accepts 1 the written ﬁffer, the mvesﬁneut adviser shall sendto. -
that client the current brochure and supplmnems not la’ter than seven days after ‘ihe Invesunent

advmef is nutiﬁad of ﬁle acceptam:e

' -:_ B _f(xi) If the adv:ser is ’Ihﬁ general partner ofa lmalted partnership, the: mana,ger of a limited i;abzhty
" company,’ or the trustee of atrust, then: for: ?mposex of this subsecmn the investment adviser
shall treat each of the partnership’s limited partners; the company’s members or the trust’s

. beneficial owners as a separate client. Fﬂr pu_tposes of this subsection, a Timited liability _
'mp:.ls-also coﬁsléered to: be a “lamwd e

_ if (e)i Each mvcsu?mnt aévxser that isa spanser of a wrap f program shail delwer to a chent or .
i pmspect:va client in lieu of the brochure required in par (b), awrap fee brochure containing all
information required: by Form ADV: All information ina wrap. fee bmchmc must be lumtcd to

o | - mfomaatmn apphcable to wrap fee pregfa;ms that the mvestment advzser sponsc;rs :

| 2 An mvesﬁnent adwser is nﬁt ;:equsrcd 1o cffer or dehver the ’map fee broc}mre i anoiher
spmsor of the wrap fee program ‘offers or delivers to the client or prespectxve client of the wrap
fee program a wrap “fee program brochure containing all the information that the mvestment

_advaser 5 wrap fae pmgram broehme must comam

T3 A wra;} fee brochme shall not be ussé in: piace e‘f aﬂy bmchuze suppicmem that the
investment adviser i required to deliver under par: (b)1. o o

. (t) E&ﬂh mvestment adviser shall amend its brochure and any brochure supp plement and deliver
the amenémems to clients not more than 30 days ﬁom the date. ihat the mfwnaﬁon conimned in




: 4 the bmchure or ’brechure suppiement becomes matenaily inaceurate. The investment adviser
shail cemply wﬁh the. msimctions t@ Part 2 of Form ADV regardzng updatmg and- dehvery

H {g} Bach mvestment advxser that renders substantzaﬂy dﬁferent types of mwstment advzsory
services to different clients may prowde them with different brochures, provided that each client
 receives all applicable information about services and fees. “The brochure. delivered to a client
. Ipay:omit any i information required by Part 2A of Form ADV if such information is applicable to
. only.atype of. mvastment advisory service or fee thatis not: :endcred or chaxged, or pmposed to
= be: rendered or charged te that chent ‘o1 prospectwe chcnt S e

. ;:'._'{h)' Noﬂnng th,ls mle shali reheve any. znvesiment adwser fr{}m any obkgation ufsuant o’ any ) -'
i provision of this chapter or any rules thereunder or other federal or state law to disclose any .
mfonnahen ta 11:8 chents or pmspectwe chems nﬂt speczficaiiy rcquired b}r this mia

. "(1) Eaeh 1nvestment adwser shali deliver to each of its, chents its current brﬁchure and all-
: bmchure suppiements mt later than J amzary 1, 2{){}2 i

: j:-_SecilOn 6-, BFI—Sec.S G? and 5 ns are repeaied anei recreated to reasi» ; I

DFI-Sec 5 87 Llcense m:d m;twe ﬁlmg penod (1) Pnor to Januaxy 1,2002; thc Ilcense ef an -
mvestment adviser expires on April 30. ‘Effective January 1; 2002, the license of an investment

. -adviser expires.on December 31 of each year. Each licensed investment adviser seeking renewal
- ..of its license shall file for xenewai w1th the mvestment adv;ser regzstratmn deposﬁcry accordmg

the depﬂszt@ry s schedule

R ’ﬁae hcense af an mvesunent advxser zeprcsentat;vs expzres on; the same éay as the license of
th m’vesuncnt adwser or the notice filing of the federal covered adviser which the person
i - . “of '-myestment adviser repregentatwe is.not eﬁ"eutwc during any period - -
K f:-:.-.-=when:tha mvesﬁneméadv:ser which that person represents is not licensed, or when the federal
covered adviser that the person represents does not have an effectivenotice ﬁlmg with the
division, or during any period when the representative is not: emp!oyed cither bya  specified
> -.-:_mvestment adviser licensed under ch. 551. Stats., or a federal covered. adviser that has ﬁled a
. notice with the: division under s. 551.32(1m)(a), Stats: Back heensed investinent adviser
_representative. sﬁekmg renewal of his or her license shall file for renewai w1th the mvestment o

- adviser registration depository accmdmg to the deposﬁor}' ¥ scheduie

__.-_.DFI-Sec 5. 08 ‘Withdrawal of licenses. (I) An application for mthdrawai from the status of a
- licensed mvesﬁnent adviser under s. 551 32{9)(:1) Stats shall be ﬁled with the investment

adviser rchsirat;en deposztery on Fezm ADV—

.(2):An application for withdrawal from the status ef a hcensed mvestment aéwser representative -
- -shail be. ﬁied wzth ﬁm mvcsilnem aﬁvmer rcgzstratzon deposm;y on Form U-—S within 15 days of

Section 7. DFI-Sec 5.10, 5.11 and 5. 12 are creaied to read




BFI-Sec 510 Electremc If'ﬁmg The eiectmm
*collection of reiated processing : fees shall mt; Fec
. adviser registration depository medes for receipt of

-?'pmmdes 30 days natme ef the chaage Any dacuzri' '

: federal cnvered adviser

o adviser reglstratmn depository on Form: ADV..
§ emed filed when the fee on: dﬂp{asﬁ with the mvesimem adviser regastratmn deposztery has :

ted to the division: Any docum n&s ox f¢ : 'mredi
are not "ermxtted 1o be filed with; or cannot be accepted by, 1

" been oc:

_Federai cevered aﬂv;ser n

ing f any partacuiar document aﬂd the
d until such time as the mvestsmm
such filings and fees and the division~
or fees required to be filedwiththe -
be_ accepted by, the mvsstment advxser _

9uxsuaﬁt 0 5. 551. 32{1 :
A natme ﬁimg for a

ion that - '

pe
__ depos;tﬁry shali be ﬁieé d;recﬁy wﬂh the dmswn ' 3_ wae

S '_-"(2) Uml the mvestmant_a
- ;'ADV a federal ca‘sfﬁrcdadws& shal
- divisionat the tlme of its unnal" 4 ng

ol {3} Afede

mlt a papﬁr”copy ef fts Part. 2 r.xf 'Foxm DV
th __adwser regstraﬂan'_ iepo: '_:

.:.cevered adeer shail file ali amendmcnts t@ ﬁ;s Form _A}D‘V W th ﬂae mvestment

e advxger rcgigﬁatxen éeposﬁary accardmg 1o {hﬁ mstmcuﬂns to me \ _ V.-fif:- R

o :'.(4) Pﬁ@ri anuary’
~with the division uﬂder

e ".regisiranon deposﬁoryn

by ihe dWismn

(2) Each mvesmlent admser hcenseé or mquized to be lwensed

> of a fed _;:_nvere& adv;ser that has ﬁied a notzce
5. 551 32(1m)(a), Stats., expires-on April 30. Each:‘fedefal covered

'_ _-adv;ser seekmg renewal of its notice filing shall file with the d:msmn a notice accompamed hy |
c¢ }mg fee‘ pro~rated fmm May 1 tﬂ I?}ecember'?;l

'2{){}0 Eﬁectweiaﬁuaryl 2002,
Do ""-"'Z"_"*mﬁlthe _

_eqzmed 1o be hcansed &
esimfc_:nt aémser

in ﬂns stata shaﬁ resubmit 1ts F’art

1 of Form ADV electfemcaﬂy with- the investment viser rﬁgastration d pgsatory mat latcr than
) _August 31, 2@%31 unlws a hardshxp axt:mpuon has beﬁn granted by the é’mswm &

h (3) Amendmmxts to'an
completed pursnant 10
registration depository,

mvestment advxse:r s Fom; ADV tha__t are mafie aﬁer jts transition ﬁimg is
subs; (1) and (2) must be ﬁieci electronically with the mvestment adviser

uniess a harﬁshlp examptmn has becn graﬂwd ‘by the division.




(4) Each investment adv:ser representative Iicensed or reqmred to be licensed in this
state shall resubmit its Form U-4 electronically with the investment adviser registration -
depository not later than a date prescribed by separate rule or order of the division, unless

a hardship exemption has been gtantsd by the division.
* % F kR
EFFECTIVE DATE

The emergency ruies adopted by this Order shall take effect at 12:01 am. on J anuary 1,
2001, which is subsequent to publication of the rules in the official state newspaper
pmsuant to the provisions of sec. 227. 24 Wis. Stats

Dated at Madison, Wisconsin, this a(a‘k) day of December, 2000.

‘Patricia D. Struck
Administrator




State of Wisconsin
Department of Financial Institutions

Scott McCallum, Governor John F. Kundert, Secretary

April 26, 2001

'The Honorable Judith Robson, Co-Chair

Wisconsin Senate

Joint Committee for Review of Administrative Rules
Room 15 South, State Capitol

Madison, WI 53707

L//’T he Honorable Glenn Grothman, Co-Chair
Wisconsin Assembly
Joint Committee for Review of Administrative Rules
Room 15 North, State Capitol
State Capitol
Madison, WI 53707

Re:  Division of Securities Request for 60-day Extension
(Through July 29, 2001) of Emergency Rule Effectiveness

Dear Senator Robson and Representative Grothman:

Pursuant to sec. 227.24(2), Wis. Stats., The Division of Securities of the Department of Financial
Institutions (“DFI”) hereby requests that the Joint Committec For Review of Administrative Rules take
action to extend for 60 days (through July 29, 2001) the effectiveness of the emergency rules adopted
effective January 1, 2001 by the Division under thé Wisconsin Uniform Securities Law relating to
adopting for use in Wisconsin the Investment Adviser Registration Depository (“IARD™) .

The Division has instituted and proceeded with the permanent rule-making process to adopt permanent
rules in this matter, including: (1) filing a Scope Statement as required under sec. 227.1 35, Wis. Stats.;
(2) issuing a Notice of Rule-Making Hearing and circulating a Public Comment Draft of the proposed
permanent rules; (3) conducting a Public Rule-Making Hearing On April 18, 2001; and (4) filing the
rules (as Clearinghouse Rule 01-025) in their proposed final form on April 20, 2001 with the
legislature for forwarding to each of the Division’s legislative oversight committees [the Senate
Committee on Privacy, Electronic Commerce and Financial Institutions, and the Assembly Financial
Institutions Committee].

Although the Division will take action immediately after successful
completion of the Senate and Assembly legislative committee’s review period Q
Your

to issue an Order to adopt the permanent rules, the printing and publication
process necessary for effectiveness of the permanent rules cannot be M()ney :
completed until after the May 30, 2001 expiration of the 150-day effectiveness Matters
period of the emergency rules. DA e
Division af Securities =
Mail: PO Box 1768 Madison, W 33701-1768 Courier; 345 W. Washington Ave. 4* Floor Madison, W1 53703

Voice: (608) 266-1064 Fax: (608) 256-1259 TTY: (608) 266-8818 Internet: www.wdfi.org




Joint Committee for Review
of Administrative Rules
Page 2

An emergency continues to exist which necessitated the J anuary 1, 2001 adoption of the rules for the
preservation of the public peace, health, safety or welfare, because the facts constituting the emergency
as set forth in the attached copy of the Finding of Emergency remain the same as at the time of the
emergency rule adoption. Namely, the need to enable applicants for licensure as investment advisers in
Wisconsin to uatilize the centralized, paperless, electronic filing system (known as the Investment
Adviser Registration Depository) developed by all 50 states (including Wisconsin) and the U S,
Securities and Exchange Commission, which system became available for use by all states on January
1,2001. Applicants for investment adviser licensure in Wisconsin have been using the IARD system
since January 1, 2001, when the emergency rules became effective, and the adverse consequences to
investment adviser license applicants of not being able to use the electronic IARD system can be
avoided only by extending the emergency rules for a 60-day period (through July 29, 2001), so that the
proposed permanent rules in Clearinghouse Rule 01-025 can become effective.

Copies are attached of the original emergency rules text accompanied by the Finding of Emergency,
and pursuant to sec. 227.24(2)(am), Wis. Stats., a copy of this extension request is being provided to:
(1) the presiding officer of each house of the legislature; and (ii) the Senate Privacy, Electronic
Commerce and Financial Institutions Committee, as well as the Assembly Financial Institutions
Committee, where the permanent rules in their proposed final form have been filed. Also attached for
your information and files is a copy of the Division’s Proposed Final Order to adopt the rules in
permanent form as recently filed with each of the Division’s legislative oversight committees.

Any questions with regard to this request may be directed to me as the person responsible for the
Division's rule-making process, at my direct-dial telephone number 266-3414.

T

Randall E. Schumann
Legal Counsel for the Division

ce: Patricia D. Struck, Administrator, Division of Securities, Department of Financial Institutions
David Anderson, Executive Assistant, Department of Financial Institutions
Mark Schlei, DFI Deputy General Counse]
President, Wisconsin State Senate
Speaker of the Assembly
Chairperson, Senate Privacy, Electronic Commerce and Financial Institutions Committee
Chairperson, Assembly Financial Institutions Committee

Enclosures (2)




- PROPOSED FINAL ORDER OF THE
DEPARTMENT OF FINANCIAL INSTITUTIONS
DIVISION OF SECURITIES
STATE OF WISCONSIN
ADOPTING RULES

To repeal and recreate DFI-Sec 5.01(1 yand (2), DFL-Sec 5.05(8), DFI-Sec 5.07 and DFI-Sec
5.08, and to create DFI-Sec 1.02(18) o (21), DFI-Sec 5.01(8), DFI-Sec 5.03(1)(p) and (q), DFI-

Sec 5,10, DFI-Sec 5.11, and DEI-Sec 5.12 under the Wisconsin Uniform Securities Law relating

to ad{)pting for use in Wisconsin the Investment Adviser Registration Depository.

Pursuant to sections S51.32(1)(a), (b), (¢), 551.32(1m), $51.32(15) and (8), and 551.632), Wis,
Stats., the Division of Securities of the .I_}‘;;jamnent pf-ffiga;’z’qigl}métiiﬁtions --famend's and adopts”

rules interpreting those sections as follows:




Proposed Final Rules

DEPARTMENT {)F FINANCIAL INSTITIJTIGNS

DIVISIGN QF SECURITIES

Ru_ies-ﬁdgpting forUse.ix;;stcensin- T
the Investment Adviser Registration Depository

: Sectmn 1. DFI—Sse' ' 1" 02(18) to (21) are creamd to read

{1 8) “Current brochua'e and “current brochure suppiemen * mean. the most recent rewsmn ef
" the brochure or brochure supplement mciudmg all subsequent amendments prepared on Part 2
'ofPormADVasrewsadmz{Jﬁi S B T s

{ 19) “Spcnsor” for purpeses ef a wrap fee program means a brokepdeaier or mvestmem: adwser
that is: c@mpensated under a wrap fee program for sponsoring; organizing or administering the
program, or for selecting, or. pravzdmg advzce to cilents regard;:ng the seiectwn of, other -
_mvestment advzsers in the program R T e

{20y “Wrap fee pmgram” mea:as a pmgram under whmh 4 speczﬁed fee or fees, nﬂt ba.,sed
: direcﬂy upon transactions ina client’s account, are: chargﬁd for investment aciwsory and -

S brokerage services, which may mclude pen“folm management or aéwce concerning the selecﬁon

' of other mvesﬁnent adwsers and the executmn ef chent transactmns

21 “Entermg mtte” for purpeses of an mvestment advzsory contract dees nm' mclude an
_ extensmn or rcnewai of an emstmg contract that does nﬁt cemam any matenal changes B

Sectmn 2 DFI-Sec 5. 01(1) and (2} are repealed and recreated m read

})FI-Sec 5.01 Lxcensmg procﬂdure (i) (a) The uwestmvant advzsﬁr registration deposztory
operated by the National Association of Securities Dealers shall receive and maintain ﬁimgs On;
forms established for the investment adviser. registration deposnory and cﬁilect ;:eiaie& fees from
investment advisers and investment adviser representatives on behalf of the division.

(b) Unless otherwise provided under sub. (11) or by order of the division, appiicatmns fer zmiial
“and renewal licenses of investment advisers.and investment adviser representatives, as well as
amendnients; reports, notices; reldted ﬁlmgs aﬁd fees, shall. be filed with the investment aéwser
registration depository. : R _
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(c) Exceptas provided in par. (a), applications for initial or renewal:iicensas of investment
adviser representatives shall be filed on forms prescribed in section DFI-Sec 9.01(1).

(2)(a)A licensing application for purposes ofs.551:32 (1) (a), Stats., consists of all information

required by the form prescribed under sub. (1), any dditional information required by the |

division and all required fees. Any documents or fees required to be filed with the division that
by the investment adviser registration

are not permitted 1o be filed with-or canr ét;‘hc.--zfziécejjted: b

depository shall bé‘_fi}éd'dé,_re@tly.-with;tﬁef:di%ﬁisﬁi;m.' R

(b) An application for inifial icense as an investment adviser under this paragraph shall be.
deemed filed under s. 551.32(1)(@); Stats., on the date the application is transferred from “NO

- STATUS  to “pENDING” on the ecords of the investment adviser registration depository. An
application for renewal of a license as an investment adviser under this paragraph shail be. .. -

" deemed filed un ( hen the fee
: xa_gisﬁfatigg.dgpgafs_itt}xy:has’-bé{;ﬁnﬁ-aliﬁcgﬁed_;tbsgj,-he division 20
{c)- Anapphcatmﬂfor uu#:xaihccnseor f{)rrenﬂwaiefahccnseasanmvesnneniaﬂ%ser o

representative for an investment adviser licensed under this chapter consists of the payment of
Wiscbzisiﬁ_iﬁ%sﬁﬁam'a’dv!iser*xepféséntaﬁw -'Iiee:is’egzors-krenicwaifeas;tq&hé-inveme;nt.advisw _
registration depository. An ap__pz_licationzfar initial Jicense as an investment a__.dyng;_-mp;esgngaﬁv@;
under this paragraph shall be deemed filed unders. 551.32 (1) (2 Stats.; on the date when the ..
application is designated ready for approval onthe records of the investment adviser registration
depository. An application for renewal of a licenise as an investment adviser representative -
his paragraph shall be deemed "fiied” under s. 55132 (1) (&), Stats., when the fecon -

th th dviser registration depository has been allocated to the division. .

vestm

(1. E.ach ﬁl&ﬁéﬁneﬁi adv:sershan file an amendment o its applxcatmnmﬂxthemvcshnem e
adviser registration depository within 30 days of any material change to information included in

its ap}iji%i_@_aﬁoﬁ'i‘ﬁfieis;:f_:ﬁréan_ca-'With'-thc;insmﬁons:;qFctm ADV. oo

2. ‘Bach investment adviser shall file a complete, updated Form ADV with the investment

 adviser registration depository within'90 days of the end of its fiscal year. - e e
3. Each investment adviser representative and his ot het employing investment adviser OF .

_ fed_e;fail-ébWred'ad?-isﬁr-s:héﬁ'&pdafte information contained it an investment adviser .. .
representative’s application by filing an amendment to Form U-4 with the investment adviser .
registration depository within 30 days of the date of the event that requires filing of the -
amendment. '

(¢) An electronic signature affixed to.any filing ‘made in compliance with the requirements of the
investment adviser registration depository shall constitute irrefutable evidence of legal signature
by any individual whose name is typed on the filing. SR

ander s, 551.32(1)(=), Stats, when the fee on deposit with the investment adviser
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Section 3. DFI-Sec 5.01(8) is created to read:

DFI-Sec 5.01(8) (a) Investment advisers licensed or required to be licensed who experience
unanticipated technical difficulties that prevent submission of an electronic filing to the
investment adviser registration depository may request a temporary hardship exemiption from the
requirements to file electronically. An investment adviser whose principal place of business is
located in this state may request a temporary hardship exemption by deing all of the following:"

1. Filing Form ADV-H in paper format with the division not later than one business day after
the due date for_the--{ype. of filing that is the subject of the Form ADV-H. . S

2. Submiting the'ﬁling Tthat isthe subj e_ct._ 'of the Po_m{. ADVaH m sieétmnicfaﬁnaﬁ to =_th?-s .
investment adviser registration depository not later than seven business days after the due date

for the type of filing that is the subject of the Form ADV-H.

(b). The temporary hardship exemption will be deemed effeetive upon receipt by the division of
the completed Form ADV-H within the filing deadline provided.in par. (a). Multiple temporary
hardship exemption requests by an investment adviser within the same calendar year may be..
disallowed by the division.. - i e e : C

(¢) A continuing hardship exemption will be granted only if an investment adviser is able to
demonstrate that the electronie. filing requirements of this rule.are prohibitively burdensome. An
investment adviser whose principal place of business islocated.in this state:.-may-_mquﬁﬁ a
continuing hardship exemption by filing Form ADV-H in paper format with the division at least
twenty business days before the due date for the type of filing that is the subject of the Form - -
ADV-H: The division shall grant or deny the request within ten business days after the filing of -
Form ADV-H. " I e

(d) The continuing hardship exemption is effective upon approval by the division foratime.
period not longer than one year after the date on which the Form ADV-H is filed. If the division
approves the request, and for the period of time for which the exemption is granted, the .
investment adviser shall, not later than five business days after the exemption approval date,
submit filings in paper format, along with-the appropriate processing fees, to-the division as
prescribed by separate rule or order. '

(¢) Aninvestment adviser whose principal ;Siaca of business is located in another state may
claim a hardship exemption from the electronic filing requirement in this state if that investment
adviser has received a hardship exemption in the state where its principal office is located.

Section 4. DFI-Sec 5.03(1)(p) and (q) are created to read:
(pj1: A copy of each brochure and supplement and each amendment or revision to the brochure

or supplement, given-orsent to any client or prospective client.of the investment adviser as
required by s. DFI-Sec 5.05(8);




i . Scctmn 5 :

A

2. A summary of material changes that are rcqmred by Part 2 af Form ADV hut are net
centmned mthe brechure or. supyiament and e TR

3A mcerd of thﬂ dates that each brochm:e and su;}plemmt, each amendment or revision: thereto,
and each summary of material changes was, gwen or ﬂffered o any chent orto: any prospeciave
chent who subsequenﬁy becomes aclient. " i R : _

{q) C@pws beanng s:gnatures of the mvestment aﬁmser s appmpnatc sxgn,atory and the -
investment adviser representative, of each: ﬁmxai Form 1)-4 and each amendment to the
disclosure reporting pages of Form U- 4. These documents shall be retained by the mvestment
- adv1ser Wh : prepared ’the ﬁlmg on -Sbehalf af the mvestmsnt advsser xepresentaﬁve G

F '»Sec:S,QS(S) lS repealeé anﬁ recreated to read. ST

S 5 65(8}{" y Un_less Gthermse pmwdeé in tbxs subsectwn, each mvestment adwser shaii offer and
 deliver to each. client and prospective client a firm brochure and one or.more: su;apiements as
_:reqwmd by this. subséction: The brochure and any reqmred supplement: shall contain-all
- information required by Part2 of F orm ADV and such other mformanon as the division- may .

'_ reqmre

(b1 Each mvestment adv;ser shali dehv::r the cumnt hxochure requed by ﬂns sectmn and the
current brochure: supplement for each’ mvestment adwser xeprcscn’tatzve whfz wﬂl pmwde '
3 adwsory semces to a cilent or prospecuve cizem ' e SR S

o .-2 For pu;rposes of ﬁus subsectmm an m‘vesﬁneni adwsex represemaﬁve is deemed to provzde
adv:so;:y services for a chent if the investment advzser representative does any of the following:

R Re'gﬁlarly cemumcates mwsmaent adv:c& to that chem

B _ b Formulates mvestment adwce for assets Qf that chent

c. Makes dxscreﬂonary mvestment demsmns for assets of that chent
d. Sohcﬁs offers or ncgotzates fm' the saie of or seﬁs mvestment advm(}ry services.
3. The docwnents reqm:red m sui:)d (b)i above shall “be deiwered at ijhe fellamng ﬂmes

a. Not less than 48 hours prior to entemig mto aﬂy mvestment ad"vmcry contract mth a cilent or
prospective client. : L .

b. ‘At the time of entering into any contract, if the contract specifically provides that the client
has a right to terminate the contract without penalty within five buﬁmess days aﬁer eﬁtermg mnto
the contract.
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(¢) Each investment adviser shall, at least once a year, without charge, deliver or offer in writing
to deliver to each of its clients the current brochure and any current brochure supplements
required by par: (a). 1f a clients accepts the written offer, the investment adviser shall send to -
that.client the current brochure and supplaments not later than seven days after the investment
adv;ser 18 m')iaﬁed of the: acceptance : o L e :

(d) If the advaser is the generai partner of a ilrmted partnership, the manager of a lnmted hab;hty
company, or the trustee of a trust, then for purposes of this subsection, the investment advzser

- shall treat each-of the partnership’s limited partners, the company’s members, or the frust’s -
beneficial owners as a separate client. For purposes of this subsection, a limited Lability. -
partraershlp or: hmltcd habxhty lumted partnershlp is- aiso coﬁﬁdemd to be a limited partnershlp

(e)l Ea{:h mvestment adv:ser thai is a Sponsor of a wrap fee pro gram shaﬂ dehver 10 a chent or -
pmspectzve client:in lieu of the brochure required in par. (b), a wrap fee brochure containing all
information required by Form ADV. - All information in a wrap fee brochure shall be limited to:
mformauon appizcabie tﬂ wrap fee pmgrams that the mvestment adwser SpPOnNSors. =

2. An mvestment adwser is. not reqmreci to offer or: dehver the wrap fee bmchurc if. anather
sponsor of the wrap fee program offers or delivers to the client or prospective client of the wrap
fee program a wrap fee program brochure containing all the mformatmn that the mvestment
adv;ser s map fee program brochuxe must contain. g T o

3. A wrap fee bmchure shail not be used in place ef any bz:ochu;re supplement that the
_ :mvesnnent adwser is requme{i to dehver under par (b)} :

{f) Each mvestment advzser shail amend 1ts "brochu:re and any brechure suppiement a.nd dclwer
the amendments to clients not more than 30 days from the date that the information contmned in
the brochure or brochure supplement becomes materially i inaccurate. The investment advzser
shall comply with the msi;ructions to Part 2 of Form ADV. rsgardmg updatmg and: dehvery

(2) Each investment adviser that renders substantially different types of investment advxsory
services to different clients may provide them with different brochures, provided that each. ckent

‘receives all applicable information about services and fees. The brochure delivered to a client
may omit any information required by. Part 2A of Form ADV if such information is applicable to
only a type of investment advisory service or.fee that is not rendered or charged, or pmpessd to
be rendered or charged, to that client or prospective client.. o

(h)- Nothmg in-this subsection shall relieve any investment adviser from. any obligation pursuant
to any provision of ch. 551, Stats., or.other federal or state law.to disclose any. :nfematm toits
clients or prospecnve clients not speczﬁcaliy required by this rule. .

®» Each mvestment adwser shall dehver w each ofits chems its current. brochure and aii
required brochure supplements not later than January 1, 2002,
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‘Séetion 6. DFI-Sec’5.07 and 5.08 are repealed and recreated to read:

DFI-See 5.07 License and notice filing period. (1) ‘Prior to-January 1, 2002, the license of an
investment adviser expires on April 30.: Effective January 1, 2002, the license of an investment
adviser expires on December 31 of each year. Each licensed investment adviser seeking rencwal
- ofiits license shall file for renewal with the investment adviser registration depository according

adviser representative expires on'the same day as the expiration
of the license of the investment adviser or the notice filing of the federal covered adviser which
the person represents. The license of an investment adviser representative is not effective during
- _any period when the investment adviser which that person represents is not licensed, or when the .

(2) The licenisé of an investment

" federal covered adviser that the person represents does not have an effective notice filing with -

S théfLdiifiﬁl_iﬁii;'.:G_I:"'fi;’;xrm:g_ff.a:gy*pé_i?ii)d%“iésrhéﬁ_iﬁé'ﬁpréseﬁtaﬁvéﬁisz_nﬁt employed either by a specified

T :

~investment adviser licensed under ch. 551, Stats;; ora federal covered adviser that has fileda -
 notice with the division under s. 551.32(1m)(a), Stats. Bach licensed investment adviser =
representative seeking renewal of his or her license shall file for renewal with the investment
advi_séf_'r’{'e_'gistratien-dép'ofsiiory”acwrding-m‘t?nc' depository’s schedule. = SRR
DFI-Sec 5.08 Withdrawal of licenses.. (1) An application for withdrawal from the status of a--
licensed investment adviser under 5. 551.32(9)(a), Stats., shall be filed with the investment
 adviser registration depository on Form ADV-W.' 7 I TR S

(@) An application for withdrawal from the status of a licensed investrent adviser representative

shall be filed with the investment adviser registration depository on Form U-5 within 15 days of
the termipation of 'thﬁ'rggxe'sgnfaﬁve’s employment pursuant to s. 551.31(4)(c), Stats. -~

Sec tmn’il)Fi»—Sec 510’ Sliauﬁ 512 Wgc%ﬁeﬂmmad i e

DFI-Sec 5.10 Electronic Filing. The electronic filing of any particular document and the
collection of related procéssing fees shall not'be required until such time as the investment
adviser registration depository provides for receipt of such filings and fees and the division
provides 30 days notice of the change, Aty documents or fees required to be filed with the
division that are niot permitted 1o b filed with; 6f cannot be accepted by, the investment adviser
registration depository shall be filed directly with the division. L

DFI-Sec 5,11 Federal covered adviser notice filing procedure. (1) ‘Thenotice filing fora -
federal covered adviser pursuant to 5. 551:32(1m), Stats., shall be filed with the investment - -
adviser registration depository-on Form ADV. A notice filing for a federal covered adviser shall
be deemed filed when the fee on deposit with the investment adviser registration depository has

been allocated to the division. Any documents or fees required to be filed with the division that:



-

are not permitted to be filed with, or cannot be accepted by, the investment adviser registration
depository shall be filed directly with the division.

(2) A federal covered adviser shall file all amendments to its Form ADV with the investment
adviser registration depository according to the instructions to Form ADV.

(3) Prior to January 1, 2002, the notice filing of a federal covered adviser that has filed a notice
with the division under s. 551.32(1m)(a), Stats., expires on April 30. Each federal covered
adviser seeking renewal of its notice filing shall file with the division a notice accompanied by
the notice filing fee pro-rated from May 1 to December 31, 2001. Effective January 1, 2002,
cach federal covered adviser seeking renewal of its notice filing shall file for renewal with the
investment adviser registration depository according to the depository’s schedule and
instructions. An application for renewal of a notice filing under this paragraph shall be deemed

filed under s. 551.32(1m), Stats., when the fee on deposit with the investment adviser registration -

depository has been allocated to the division.

DFI-Sec 5.12 Transition filing. (1) Bach investment adviser licensed or required to be licensed
in this state shall make its initial transition filing electronically with the investment adviser
registration depository not later than June 1, 2001, unless a hardship exemption has been granted
by the division. -

(2) Each investment adviser licensed or required fo be licensed in this state shall resubmit its Part
- 1 of Form ADV electronically with the investment adviser registration depository not later than
August 31, 2001, unless a hardship exemption has been granted by the division.

= (3)Amandmems to an investment adviser’s Form ADV that are made afte_r:ifs" transition filing is

completed pursuant to subs. (1) and (2) shall be filed electronically with the investment adviser
registration depository, unless a hardship exemption has been granted by the division.

(4) Each investment adviser representative licensed or required to be Heensed-in this state shall
resubmit its Form U-4 electronically with the investment adviser registration depository not later
than a date prescribed by separate rule or order of the division, unless a hardship exemption has
been granted by the division,

L& EE
The rules contained in this Order shall take effect as provided in sec. 227.22(2), Wis. Stats., on
the first day of the month commencing after publication of the rules in the Wisconsin
Administrative Register.

Dated at Madison, Wisconsin, this day of , 2001.

[ SEAL ]

Patricia 1. Struck
Administrator




REPORT PREPARED BY THE
DEPARTMENT OF FINANCIAL INSTITUTIONS DIVISION OF SECURITIES
: RELATING TO PROPOSED FINAL FORM OF RULES.
. ADOPTING FOR USE. N WISCONSiN o
THE INVESTMENT ABVISER REG!STRATI{)N DEPOSITGRY

(a) Statement Expimmng Need f@a‘ Ruie

'I‘hese proposed peimanent rules. axe bemg 1mpiemented te be in effect upon exp1rat10n of
emergency.rules issued by. the Division on- December 26, 2000 to lmplement in " Wisconsin, the
Investment Adviser Regf{stratmn Depesatory (“IARD”) The emergcncy mias became effective
on January. 1, 2001 upen, prior publication i inthe ofﬁmai state newspaper and cemphance with
other emergency ruiemakmg requirements R _

The U S Secuntxes and Exchange Comss;on (“SEC”) m conjunc’uon thh ihe North
-Amencan Secumtzes Administrators Assoczation (NASAA™), an organization comprised
of the securities. administrators of all 50 states, mcludmg Wzsconsm, has deyeloped the .
IARD 25 an eléctronic filing system for hcensure of investment advisers to replace the _- '
paper filing system which heretofore has. been used in all states. The IARD system,
permits investment advisers o satzsfy their initial and renewai ﬁlmg ebhgatzons 10 obtain
licensure under the federal and state securities laws with a single electronic filing made
over the Internet, instead of having to. make separate paper ﬁimgs Wiih the SEC and w;th

each state inwhich the mvesnnent advaser seeks te de busmess o

o -After severai years in deveiapmem and a pﬂat phase in the fall of 2{)9(} that the I)ms:tcm
oy partzczpated in, the commencement date for states and the SECto accept. ﬁimgs unéer the
TARD was set for January 1, 2001. Consequently, NASAA member states, including
Wisconsin, needed to take the necessary rule-making or other regulatory action to enable
. investment advisers to make their licensing filings electronically after that date. The -
_ proposed permanent rules, as did the emergency rules, make the necessary changes to the

Division’s investment adviser license ﬁlmg provisions that are needed to adopt and
implement the IARD for use in: Wlsconszn by mvesiment adv:sers :

The iARD will be operated by NASD Regulation, Inc , 8 seifmreguiatory organization that for 20
years has operated an equivalent electronic filing system (the Central Registration Depository or
“CRD)”) for federal and state licensure of securities broker-dealers and their sales agents. As with
the CRD, the IARD will provide the advantages of: (1) elimination of paper filings; (2) a single
filing will satisfy federal and state filing requirements; and (3) automatic payment of state
licensing fees to the states where the investment adviser does business. Additionally and
importantly, the IARD will provide the investing public with immediate, real-time access to
information about investment advisers and their representatives.

Congress in its passage of the National Securities Markets Improvement Act in 1996
provided for the development of this electronic filing system for investment advisers, and




" Licensing Procedure 'secﬁon in L)

the SEC has adepted ruies mandatmg such The SEC and the states have been workmg
together 10 éevelop both the neces _ary:changcs to {he ﬁhng form (Form ADV), and to-the
filing procedures to achieve uniformity in the ﬁlmg pmcess/es and procedures.
Additionally, to achieve umfamuty among the states in the adoption of rules
implementing. the TARD, a NASAA Working Group ‘has developed Model Rules (with

commentary) to. coordinate with the SEC requirements. The Wlscongm Emergency Ruies
adepted herem are pattemed after the NASAA M@dei Rules.” S AT

i -'the emergency m!es pmwée for:(a rewsed
“Sec 5.01(1) and (2); (2} femporary and’ pennanent
haxds}np exe.mpnon prevmaons in DFlnSec 5 91(8), 3)a ‘revised brochure rule in' DFI-Sec
5.05(8); (4) revised filing periods and license expnation dates for licenses of mvesﬁnent
. advisers and investment adviser representatwes as well as for Heehse withdrawals-in:

__ The proposed perma_pent rules,

DF:Sec 5.07 and 5.08; (5) a revised pmccduze for ﬁlmgs by federal covered adwsers . G

DFi-Sec 1;and '(6)__a specaﬁc sectz m" 'FI-Sec 5 22 dea’img wzth ‘i.fransm{m ﬁimgs

The ene substazmve change in th r aneﬁt mies from thezr emergency mie :
rul mwsmn DFI-Sec 5. }1{2) ‘which had rsqu:re:d a
federai cmrcred advzser to submit a paper copy of i fts Part 2 of Form ABV t0 the Dmsmn
at the time of i:he federal c{wered adVISer s mmal ﬁhng With the IARIB _

Separate from the emergency ruies and the pennanent mies, the Dmsmn 1ssued General
Grders on February 1 and 2,72001'to further implement timing for various categories of’

_ ﬁle and which p_rgwded partxal fcf: r&bates for 2001 for the smaller, state-only licensed
' : c-time fee (of $1513). they must pay fm: thmr mma}

CoEEEFEE



3.

Exnlanatlon of Modiﬁcanons Madc As a Remﬂt of the Public Heann@ and Comment

Pmcess L = L N

. Because there were no comments received that suggested médzﬁcatim}s. be made to
the public comment draft of the proposed permanent rules, no modifications have
been made as resuit of ﬂm pubhc heanng and connnent process

(b) List of Persans Anpearmg or- Reglstenng at Puﬁixc eranng Conducted bv
*Adnumstrator Patricia D. Struck, Division of Securities, Departmenit of F inancial
_ -Instxtuuons as Hearma Ofﬁcer and Comment Leﬁ;e:rs Recelved S

. __Randaﬂ E Schumam: Legai Cotmsel ff)l’ the Bnqswn of Secuntzes Dapaﬂment of
Financial Institutions, made an appearance on behalf of the Dmsmn s staff to submit
~ documents and mformatmn for the record'and to be avaﬁable imth tD ask ques‘tmns
'and to respond to questmns regardmg heanng testxmony L

. _K.enne’th L Hojnacki, Director of the Regulation & Lmensmg Section for the Division
of Saczmues Department of Financial Institutions; was present on behalf of the
Division’s staff to be available both to ask questions and to respond to licensing- -
reiated questzons regardmg hearzng tesumcny

TR g :
Commcnt Letters Receaved

{ I) Comment ieﬁer dated Aprﬁ 16 2001 sent vza facsmule fmm the Imzestment Counsel
Association of America, Inc. , Washington, D.C.

{2) Cemment letter dated April 17, 2001 from Mzdwest Asset Management Inc.,
Madlsen,WI o R

T e

(d) Response to Legislative Council/Rules Clearinghouse Report Recommendations

(1) Acceptance of recommendations in whole: ™

" Under 2. Form, Style and Placement in 1 Administrative Code

*  Consistent with the Rules Clearinghouse comment in paragraph a. regarding
- the treatment clause of Sectlon 1 the WOI‘d “thmugh” was’ repiaced by the
word “to.”




e

-« Consistent with the Rules Clearinghouse comment in -paragxaiah b. regarding:

DFI-Sec 5.01(2), the quotation marks with respect to the words “application”
and "filed” were eliminated. Additionally, the phrase “under this paragraph”

< swas deleted: o

Cosisent it he RulesClesnghouse comment i pargraph s regaring
DFI-Sec 5.03(1)(q), a period was inserted following the notation “U-4, ” and
the word “must”. Was'.;épiaced by the phrase “These documents shall.”

« Consistent with the Rules Clearinghouse comment in paragraph d. regarding
DFI-Sec 5.05(8), the phrase “in this rule” was replaced by the terminology

“this subsection.” The same change was made in DFI-Sec 5.05(8)(h), and also

-+ in'that rule; the phrase “or any rules thereunder” was deleted. - ...

"+ Consistont with the Rules Claringhouse comment in paragraph.o. regarding.

DFI-Sec 5.05(8)(d), the quotation marks with respect to the phrase “limited.
partnership” were eliminated. =~ .. B -
' Consistent with the Rules Clearinghouse comment n paragraph {, regarding
_ DFLSec 5.05(8)(@)1, the word “must” was replaced by the word “shall.”

Consistent with the Rules Cleanngh{)use comment in paragraph g i‘ega%ﬁing
DFI-Sec 5.11(3), the quotation marks with respect to the word” filed” were
¢liminated. T ' _

+ Consistent with the Rules Clearinghouse comment in paragraph h. regarding

DFI-Sec 5.12(3), the word “must” was replaced by the word “shall.”

 Under 4. Adequacy of References to Related Statutes, Rules and Forms

' With regard to the Rules Clearin -ghéuse‘s statement concerning compliance -
with sec. 227.14(3), Stats., in the event any new or revised forms are required,

this will confirm that Clearinghouse Rule 01-25 does not require any new or
revised Wiscqnsin;-forms.: § :

Under 5. Clatity, Grammar, Punctuation and Use of Plain Language

Consistent with the Rules Clearinghouse comment in paragraph a. regarding
DFL-Sec 1.02(20), the word “is” was replaced by the word “are.”

. Conszstemmihihe RulﬁS Cieanﬂghm:sa comment in paragraph b. regarding
DFI-Sec 5.07(2), the phrase “expiration of the” was inserted following the
phrase “on the same day as the.”




-5~
. Consistent with the Rules Clearinghouse comment in paragraph c. regarding

DFI-Sec 5.11(3), the date “2000” was replaced by the date “2001.”

¥k % %

(¢) No final regulatory flexibility analysis is included on the basis that the Division of
Securities has determined, after complying with s. 227.016(1) to (5), Wis. Stats., that
the rules will not have a significant economic impact on a substantial number of small
businesses.

* %k ok ok
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. ’fhe emergency mles adept far use in Wisconsm the investmeni Adwser Regustratxan Sepos;tary (iARD"} an.
_'eiectromc filing system for licensure of securities investment advisers that becomes available for use on a uniform
“basis in'all 50 states on January 1,2001. Tha IARD repiaces a paper filing system: heretafore used in alf states;”

| The rufe adopttons wﬂi not have any annuaitzed state ﬁscal eﬁects However ihere ws!l be a one~t1me appx $32 200
- decrease in Division of Secutities licensing revenue for the initial vear of adopbon of the' lARD. This will resuit because |
-] the Division, for the purpose of defraying part of the $150 one-time initial fee that Wisconsin state-licensed investment
.| advisers will be required to pay to participate in the IARD, will be issuing a General Order that will operate towaive a.
| pro-rated portion of investment adviser annual Ticensing fees for the period from their May 1; 2001 licensé renewal
“ | date through December 31 2001. The pari:ncuianzed one-time fee reduction amounts for each investment adviser. -
| ficense fee category. aggregatmg to the appx. $32,200 is as follows: (1) 8/12ths ofthe: $200.annual license. fee for. 194
d investment advisers = appx. $26, 000; {2)8/12ths. of the $30 annual license fee for 284
e ;.'Wisconsan state-licensed investment adviser representatwes = AppX. $57'Dﬁ {3) 8/12ths of the $30 annsai fee for each '
' state adviser branch office location {27 iccattﬂns} appx $500. : '

Long-Range Fiscal Implications  None

Agency/Prepared by: (Naime & Phone No.)

Dept. of Financial Institumnsiﬂw of Securities ton

Authorized Signature/Telephone No.

pate .
i_i;- 29 - &

_Ranciaii Schumarm Legal Counsel 266-3414 | Patricia

- Struck, Administrator 266-3432
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Dept. of Financial 1 institutions/Div of Secuni;es
Randall Schumann, Legal Counsel 266-3414

- Patric] QD Struck, Administrator 266-3432
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SENATOR JUDITH B. ROBSON

Co-CHAIR

P.O. Box 7882
Manison, WI B3707-7882
{608} 266-0751

May 30, 2001

Jack. Kundert, Secretary
Department of Financial Institutions

REPRESENTATIVE GLENN GROTHMAN
Co-CrAIR

JOINT COM’NIITTEE For
REVIEW OF ABMINISTRATIVE RULES

. 345W. Wasiungton Avenue 4t Floor _

P.O.Box 1768

:Madlson, Wi 53701~1768

Dear._Secrétary Kundert:

The Joint Committee for the Review of Administrative Rules met in Executive Session on May 30, 2001 and adopted

the following motion:

Emergency Rule DFI 5

Relating to: adopting for use in Wisconsin the Investment Advisor Registrat
Depasitory.

Moved by Represematwe Grothman, seconded by Representative Turner that,
pursuant to 5. 277.24(2)(a), WSMt_ag ., the Joint. Commlttee for Review of

.+ Administeative Rules extcnds DFI{ 5 at ihe request of Dﬁpax’ﬁnent of Fménmai L :
L _Instzfatmr;s by 60 days: o AN : -

Ayes: (10} Representatives Grothman, Seratti,
Gunderson, Turner, and Hebl; Senamrs Robson, Grobschmidt,
_ Hansen, Schu}tz and Cowles.
Noes: (0y
Absent: ()

Motion Carried 10 Ayes, 0 Noes, 0 Absent

Pursuant to s. 227.24(2){c) Stats, we are notifying the Secretary of State and the Revisor of Statutes of the Committee’s

action through copies of this letter.

Sincerely,

c;; \ NN A
Sen té( }ucﬁthB Robson
Senate§o
JBR:GGimijg

Representative Glenn Grothman
Assembly Co-Chair

cc: Secretary of State Doug LaFollette

Revisor of Statutes Gary Poulson

http: / /www. legis. state. wi.us/ assembly/asmb8/news /JCRAR. luml

P.O. Box 8952
Manison, WI 53708-8952
(608) 264-8486




SENATOR JUDITH B. ROBSON REPRESENTATIVE GLENN GROTHMAN

Co-CHAIR Co-CHAIR
P.O, Box 7882 T g P.O. Box 8952
Mabpison, WI 53707-7882 -- Mapison, W1 53708-8952
(608) 266-2253 . (608) 264-8486
JOINT COMMITTEE FOR
REVIEW OF ADMINISTRATIVE RULES

May 30, 2001

The Honorable Fred Risser The Honorable Scott Jensen

Senate President Assembly Speaker

State Capitol Building, Room 220 South State Capitol Building, Room 211 West

Madison, WI 53702 Madison, WI 53702

Dear President Risser and Speaker Jensen:

The Joint Committee for the Review of Administrative Rules met in Executive Session on May 30, 2001 and -
adopted the following motions:

Emergency Rule DF] § Relating to: adopting for use in Wisconsin the Investment Advisor Registrat
Depository.
Moved by Representative Grothman, seconded by Representative Turner that,
pursuant to s. 227.24(2)(a), Stats., the Joint Committee for Review of
Administrative Rules extends DFI 5 at the request of Department of Financial
Institutions by 60 days.

Aves: (10} Representatives Grothman, Seratti,
Gunderson, Turner, and Hebl; Senators Robson, Grobschmidt,

Ll Hansen, Schultz and Cowles.
Noes: (D)
Absent: (0)

Motion Carried 10 Ayes, 0 Noes, 0 Absent,

Emergency Rule COMM 10 Relating to flammable and combustible liquids. Submitted by the Department
of Commerce,

Moved by Representative Grothman, seconded by Representative Turner that,
pursuant to s. 227.24(2)(a}, Stats., the Joint Committee for Review of
Administrative Rules extends Comm 10 at the request of Department of
Commerce by 60 days.

Ayes: (10) Representatives Grothman, Serart,
Gunderson, Turner, and Hebl; Senators Robson, Grobschmidt,
Hansen, Schultz and Cowles.

Noes: )

Absent: (()

Motion Carried 10 Ayes, 0 Noes, 0 Absent.

http:/ [ wunw. legis. state. wi.us/ assembly /asm59/ news /JCRAR. html




Emergency Rule NR 47 Relating to: the federal cost sharing program to suppress gypsj moths,

Moved by Representative Grothman, seconded by Representative Turner that,
pursuant to s. 227.24(2)(a), Stats., the Joint Comumittee for Review of
Administrative Rules extends NR 47 at the request of Department of Natural
Resources by 60 days.

Ayes: (10} Representatives Grothman, Seratti,
Gunderson, Turner, and Hebi; Senators Robson, Grobschmidt,
Hansen, Schultz and Cowles.

Noes: (0)

Absent: (0)

Motion Carried 10 Ayes, 0 Noes, 0 Absent.

Pursuant to s. 227.24(2)(c), stats., as treated by 1997 Wisconsin Act 185, please forward a copy of this notice to the
chairperson of the standing committee in your respective house most likely to have jurisdiction over the Clearinghouse
Rule cotresponding to this emergency rule,

Sincerely,

Senalp: udith%. obson Representative Glenn Grothman
Senate’ i Assembly Co-Chair

__ }BR-:GSG:mj_g






